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CONEIDENTIAL BRUSSELS 1 1421 

E.O. 11652: GDS 

TAGS: MASS, BE 

SUBJECT: E-16 CO-PRODUCTION 

1. IN EMBASSY CONVERSATIONS THIS WEEK WITH SENIOR OEEICIALS 
OE ECONOMICS MINISTRY, THEY EXPRESSED SERIOUS AND GROWING 
CONCERN ABOUT LIKELIHOOD THAT BELGIAN INDUSTRY WILL BE UNABLE 
TO MEET REASONABLY COMPETITIVE CRITERION OE E-16 CO-PRODUCTION 
PROGRAM. THEY EMPHASIZED POLITICAL AND ECONOMIC IMPORTANCE 
OE REALIZING CO-PRODUCTION OBJECTIVES AND SOUGHT REASSURANCE 
THAT POTENTIAL BELGIAN SUBCONTRACTORS WOULD NOT BE REJECTED ON 
THAT BASIS ALONE, WITHOUT EIRST GIVING BELGIAN GOVERNMENT 
OPPORTUNITY TO REVIEW OPTIONS. 

2. ECON MIN OFEICIALS CONSIDER IT LIKELY THAT PRICE DATA 
PROVIDED BY U.S. PRIME CONTRACTORS BENEEITS EROM HIDDEN 
GOVERNMENT SUBSIDIES, SUCH AS USE OE GOVERNMENT-OWNED PLANTS 
AND MACHINERY AT LESS THAN MARKET VALUE. THUS THEY 

INTEND TO EXAMINE CRITICALLY FOR COMPARABILITY OF BASIC 
DATA ANY CASES WHERE BELGIAN BIDDER APPEARS UNABLE TO MEET 
REASONABLE COMPETITIVENESS STANDARD. EVEN IE U.S. FIRM'S 
PRICE IS LOWER AFTER EXAMINATION, ECON MINISTRY OFEICIALS 
CONSIDER IT IMPORTANT THAT THEY HAVE THE RIGHT TO DECIDE 
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EOR THEMSELVES WHETHER TO "MAKE OR BUY" WITHIN FRAMEWORK OE 
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MEMORANDUM OF UNDERSTANDING. 

3. WE REASSURED BELGIAN OFEICIALS OF CONTINUED U.S. COMMITMENT 
TO F-I6 CO-PRODUCTION PROGRAM AND URGED THEM MAKE EULL USE OE 
EXISTING MACHINERY (STEERING COMMITTEE , SPO AND ESPO) 

ESTABLISHED TO IMPLEMENT PROGRAM. 

FIRESTONE 
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